


Financial Highlights

(in millions, except per share amounts)
Selected Statement of Operations Data:
Gross premiurns writhen
Net premiums written
Net premiums garned
Net investment income
Net realized investment gains (losses)
Net income available to common sharehalders

Per Common Share Data:

Basic earnings per common share
Diluted earnings per common share
Book value per common share

Dituted book value per common share
Dividends declared per common share

Operating Ratios:
Net loss and loss expense ratio
Expénse ratio
Combined ratio

Selected Balance Sheet Data:
Total assets
Senior notes
Preferred equity
Common eguity
Total shareholders' equity
Totat capital

Return on average common sharehoiders'
aguity ("ROACE")
Operating ROACE

As of and for the Year Ended December 31,

2012 2011 2010 2009 2008

$ 4,139.6 $ 4,096.2 $ 3,750.5 $ 3,587.3 ¢ 3,390.4
3,337.5 3,419.4  3,147.5  2,816.4  2,666.9
3,415.5  3,315.0  2,947.4  2,791.8  2,687.2
381.0 362.4 406.9 464.5 247.2
127.5 121.4 195.1 (311.6) (85.3)
495.0 9.4 819.8 461.0 350.5

$ 405 $ 0.08 $ 674 $ 336 & 2.50
4.00 0.07 6.02 3.07 2.26
44.75% 39.37 45.60 37.84 29.08
42.97 38.08 39.37 33.65 25.79
0.970 0.930 0.860 0.810 0.755
61.4% 80.7% 56.9% 51.0% 63.7%
34.8% 31.6% 31.8% 28.3% 26.1%
96.2%  112.3% 88.7% 79.3% 89.8%
$18,852.3  $17,806.1 $16,445.7 $15,306.5 $14,282.8
995.2 994.7 994.1 499.5 499.4
502.8 500.0 500.0 500.0 500.0
5276.9  4,944.1 51250  5,000.2  3,961.0
5779.8 54441 56250  5,500.2  4,461.0
6,775.0  6,438.7  6,619.1  5999.7  4,960.4

9.7%
8. 2%

0.2%

{(3.1%)

16.2%
12.1%

10.3%

17.8%

B, 1%
9.1%

Note: 2008 results include pre-tax net losses of $408.0 million attributable to Hurricanes Gustav and Tke.
2010 results include pre-tax net losses of $256.3 million attributable to the Chile and New Zealand I

earthguakes,

2011 results include pre-tax net losses of $944.3 million for 2011 natural catastrophe events including
$647.0 million for the Japanese earthquake and tsunami and the New Zealand II and I11 earthquakes,
2012 results include pre-tax net losses of $331.3 million attributable to Storm Sandy.




To Our Shareholders,

I am pleased to present our annual report for 2012. The economic backdrop remained
difficult, but AXIS did well despite the many challenges it encountered.

The downturn that began in 2008 continued to be felt throughout the developed
economies, extending far longer than one might reasonably have expected. For a service
industry such as ours, which depends upon growth in the primary economy, this
circumscribed our own opportunities. Furthermore, the persistence of subsidized low
interest rates inhibited our ability - and that of most of our peers - to earn investment
income at a level associated with more normal environments. The industry’s speed of
adjustment to this reality, however, and its correction through higher insurance rates, has
been slow.

Nevertheless, AXIS structured itself to manage within such an environment. For the year,
AXIS showed significant improvement over 2011, reporting a return on common equity
just shy of 10%, nearly $500 million of profit and a 13% increase in diluted book value
per share. Although we may not have achieved the highest reaches of our expectations,
for a year such as this - punctuated by the second-worst storm in U.S. history - our
results demonstrated the strength of our Company and the professionalism of our
management.

Trading for the year was cautious but our franchise continued to develop, both internally
and externally. We implemented the succession of Albert Benchimol as chief executive
officer, a move which had been carefully planned for quite some time. At this juncture, 1
would like to acknowledge the tremendous contribution of his predecessor, John
Charman, who founded AXIS and served for ten years as CEO. John’s industry knowledge
and his accomplishments at AXIS were enormous; he established the Company upon a
platform of exceptional strength and I am fortunate to have worked so closely with him
for many years.

Now, AXIS has reached a new and vital phase, in which to further solidify the structure of
our institution in order to continue on the path we originally envisioned and have
heretofore so successfully pursued.

This year, AXIS was fortunate to attract several industry leaders to key positions within
our management team. They will play a vital role as we move forward. I especially wish
to welcome our newest Board members, Jane Boisseau, former co-chair of the Insurance
Regulatory Department of the law firm Dewey & LeBoeuf LLP, and Alice Young, chair of
Kaye Scholer LLP’s Asia Pacific practice.

In terms of the regulatory environment, I am pleased that Bermuda continues to be at
the forefront of international regulatory development. The deferral of Solvency II by the
E.U., however, has added a level of complexity to our industry but also opportunity for
Bermuda.

I look forward to working with my fellow Board members throughout the coming year for
the benefit of our shareholders and to see AXIS continue to establish itself as one of the
leading, most respected companies in our industry.

Sincerely,

i —
Michael A. Butt
Chairman of the Board




To Our Shareholders,

In last year’s annual report, I expressed my admiration for AXIS and its many competitive
advantages, including a highly talented, entrepreneurial staff, a well-diversified portfolio
of specialty products, and superior financial strength - highlighted by a solid balance
sheet, strong reserves and a high quality investment portfolio. In my first months as
Chief Executive, I visited with our staff in all our key offices, and met with the senior
executives of our major brokers and distribution partners, as well as many of our clients.
With the benefit of these experiences, I can both confirm my initial impressions, and add
the insights that we also have an excellent reputation in the insurance and reinsurance
marketplace, and very strong relationships with the brokerage community and our clients.
In my view AXIS competes successfully with companies that have much longer histories,
a greater number of staff, and substantially larger financial resources. We compete head-
to-head with them, win more than our fair share of attractive business, and deliver
excellent results. Undeniably, we “punch above our weight”, and have achieved positions
of leadership in many attractive markets.

For this, I must give credit to our founding
CEO, John Charman, and the outstanding
team that he has put together over the
years. While John resigned from our Board
last year, we will always be grateful for his
vision and his enormous contributions in
building AXIS into an industry leader.
Importantly, the team he assembled - more
than 1,100 people in offices around the
world - and who have delivered an
exceptional decade of success, remain
enthusiastic and committed to our founding
vision: to be the leading global diversified
insurance and reinsurance company as
measured by quality, sustainability —and
profitability.

These qualities served the Company well in
2012. AXIS continued on a steady course,
executed with the highest professionalism,
and recorded a creditable year of profitable
underwriting. We also delivered significant
value to shareholders.

Financial Highlights - A Good
Performance Overall

Financial performance. Financially, 2012
was a satisfactory year under the
circumstances, though not a great one by
our standards. We benefitted from improved
underwriting results, given a lower incidence
of large losses, and favorable prior year
reserve development. This was partially offset by high property catastrophe losses late in
the year from Storm Sandy - one of the costliest storms on record - and the continued
headwind from lower fixed income vyields. For the full year, we achieved net income

3




available to common shareholders of $495 million, or $4.00 per diluted common share,
Our return on average common equity came in at 9.7% - below our long-term average
target of 15%, and the average ROE of 14.2% achieved in our first decade. Our 2012
operating profit rose to $422 million, or $3.41 per diluted common share, rebounding
from a difficult 2011, which was plagued by numerous international property catastrophe
events,

Book vailue per diluted common share, one
of our most important metrics in terms of
increasing shareholder wealth, grew a solid
13% to an all-time year-end high of $42.97.
This brings our 10-year compound annual
growth in diluted book value per share,
adjusted  for accumulated dividends, to
13.6%.

Gross written premium grew 1% to $4.1
billion, reflecting improved insurance pricing
and strong growth in our AXIS Accident &
Health line, offset by reductions associated
with  rebalancing  of  our catastrophe
exposure, primarily In our  reinsurance
portfolio.

For the vear, our combined ratio was a
commendable  96.2%, inclusive of 12.7
percentage points from catastrophe and
weather events - predominantly Storm
Sandy - as compared to 2011%s 112.3%,
which included 28.2 percentage points from
catastrophe and weather events,

Investments. On the investment side, we
continued to maintain a conservative posture
in our fixed-income portfolio, with a relatively
short duration of approximately three years.
Our fixed-income portfolio, representing 83%
of our cash and Invested assets, has an
average credit rating of AA- and is composed
mainly of highly rated corporate debt and
agency mortgage-backed securities. During
the year, we exited holdings in troubled
economies. Meanwhile, to add to our diversification, we added exposure to high-quality
emerging market countries and also to short-duration high-vield assets, both of which
contributed positively to our investment results.

Our portfolio of equities and alternative investments -~ primarily hedge funds - comprised
approximately 11% of our cash and invested assets and contributed meaningfully this
year, producing $100 million in income amidst a rising equity market.

For the year, our cash and investments portfolio produced a total return of 5.4%,
benefiting from the strong total return generated by equities and alternative investments.
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Responsible capital management. We never forget that our shareholders have
entrusted us with their investment and depend on us to manage it wisely on their behalf.
Our intent is to deliver to our shareholders annual dividend vields and book value growth
at the top tier of our industry. We achieved that goal again this year with our ninth
consecutive annual increase in our quarterly dividend, raising it 4% to $0.25 per share,
along with the 13% growth in diluted book value per common share. While our general
preference is to use our capital in the pursuit of attractive growth opportunities, our
profitability is such that we often generate more incremental capital than we can
prudently deploy under current market conditions. In that event, our practice has been to
return the excess capital back to our shareholders, generally in the form of share
repurchases. During 2012, we repurchased 9.4 million shares at an aggregate cost of
$318 million. Together with our common dividends, we returned substantially all of our
net income available to common shareholders in 2012.

Even with the year’s large return of capital to shareholders, our total capital position rose
to $6.8 billion, underscoring the strength of our balance sheet. The financial ratings of our
operating subsidiaries remained a solid A+ (“Strong”) by Standard & Poor’s and A
(“Excellent”), with a positive outlook, by A.M. Best.

While we are pursuing a number of promising growth opportunities in 2013, we also
expect to repurchase additional shares during the year. To that end, our Board has
authorized up to $750 million of share repurchases through December 2014. Through the
end of February of this year, we have already repurchased 3 million shares at an
aggregate cost of $116 million. The exact amount and timing of any additional
repurchases will, of course, depend on the state of the economy and the industry, our
capital position, and the opportunities available to us at the time.

Operational Highlights ~ Continued Growth and Diversification

AXIS Insurance. AXIS Insurance, which accounted for 56% of our gross written
premium in 2012, is a highly diversified specialty insurer both along product lines
and geography. Gross written premium
rose 9% to a record $2.3 billion, due to
overall better pricing and new business.

As we indicated in last year's annual
report, the cumulative pain of several
years of falling prices, higher frequency of
large loss events and disappointing
investment returns have moved the
industry to start raising prices. While the
increases are not uniform across all
classes and geographies - and indeed
some lines continue to exhibit
disappointing reductions - the positive
trend is clear. Overall, we estimate our pricing to have increased 5% across our insurance
book in 2012. While recent pricing increases are encouraging, we hasten to add that in
most cases, they are still not enough to offset the cumulative price reductions of prior
years, nor the significant decline in yields in our investment portfolios. The industry must
sustain ongoing price increases to return to earlier levels of profitability. We will continue
to be selective in pursuing only those opportunities that meet our risk and return targets.
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At AXIS, we were particularly pleased with
our growth In areas where we had
recently  launched new initiatives or
sighificantly  increased our ‘investment.
These included our international property
and international casualty lines, written
out of our London office. Although "we
reduced our exposure to U.8. catastrophe
accounts, we increased our commercial
property exposure worldwide, including in
Europe, Latin America, Australia and the
Middle Easte

Once again, we were very satisfied with our growth in renewable energy, which is part of
our large global energy specialization. Similarly, in professional lines, another key area of
our specialty focus, we saw excellent reception for our expanded U.K. professional
indemnity offering, and in the U.S. for our Design Professional & Environmental lines. In
the U.5., our umbrella and excess casualty lines also showed strong growth with
substantially improved pricing.

In terms of geographic diversification, we continued to develop our Canadian operations,
where we have steadily grown our diversified property and casualty offering, especially in
professional lines, In Australia, where we have diligently built up a presence and
continually diversified our product offering, we did not grow premium volume due o the
competitive environment. G

One particular standout development was the rapid and successful installation of new
technoclogy enabling AXIS to enter the U.S. primary casualty market. With the technology
and analytical tools in place to offer efficient pricing and binding for what otherwise would
be a prohibitively labor-intensive underwriting task, we made this new capability available
as of Januwary 2013,

Our AXIS Accident & Health line focuses on the niche markets of accident, travel and
specialty health coverages. During the year, we progressed according to plan in building
the requisite product offerings, distribution relationships and infrastructure to establish
AXIS Accident & Health as a global franchise. We continue to believe this market
represents an opportunity for new participants unencumbered by outmoded legacy
productks, processes and technologies.

Accident & Health premium rose 26% to $161 million and we increased the percentage of
our revenues coming from the U.S. and primary insurance lines, reflecting our success in
layving the groundwork for a fuller roll-out of product lines. Among our achievements, we
essentially completed all the necessary state licensing to access the U.S. insurance
market, A new distribution arrangement in the limited benefits arena was an important
driver of our U.5. growth out of our Princeton, New York and Chicago offices. We also
gxpanded our international presence, 50 that now, in addition to our London and Dublin
hubs, we operate from branches in Paris, Madrid, Zurich, Barcelona and Singapore. All of
this work positioned us well for further growth in 2013,



AXIS Reinsurance. AXIS Reinsurance is a
significant  participant in  the global
reinsurance market. It accounted for 44% of
our gross written premium in 2012, down
7% to $1.8  billion, as a result of
repositioning our property catastrophe
portfolio.

This was a year of significant organizational
change at AXIS Reinsurance. In April, we
welcomed John “Jay” Nichols as the new
CEO of our reinsurance business. We also
reorganized our operations, integrating our
New York, Bermuda and Zurich operations -
which had previously functioned
independently of each other - into a single
coordinated unit focused on the customer.

Into this, we added to the AXIS presence in
Singapore, including the assignment of our
Asia/Pacific book of business previously
written in  Bermuda to our team in
Singapore. This has enabled us to begin
servicing those customers from a closer
vantage point. Importantly, our new office
also establishes our reinsurance presence in
this vital portal to the burgeoning Asian
economy, to capture business opportunities that will increasingly be placed locally. As
with our other business units, our presence in Singapore is an important step in
establishing a venue for servicing this growing region overthe next five to ten years, and
will play a role in our efforts to diversify the portfolio.

We strengthened our analytics across all ‘our lines of business, and provided our people
with better tools for making underwriting decisions. The introduction of enhanced risk-
and-return considerations was critical in the repositioning of our catastrophe portfolio
during the year. In one example, we determined we were relatively overexposed to U.S
Northeast and Mid-Atlantic hurricane risk, in the context of our overall portfolio risk-and-
return guidelines. We shifted some capacity to better compensated regions and layers.
With this came increased participation in the Florida and Gulf wind regions, attractive
areas where we had been historically under-represented. While some may have
questioned the reduction in reinsurance premium written as a result of this shift, we were
confident that the resulting portfolio construct was more capital-efficient and would
generate more premium per unit of risk. Portfolio restructurings rarely show their value in
the short term, but we are convinced that our Storm Sandy loss was lower than would
have been the case had we not reduced exposure to the U.S. Mid-Atlantic zone earlier in
the year.

We made two other important investments in the year, as we brought on some of the
highest caliber underwriting talent in agricultural and marine reinsurance. As it happened,
we entered both these sectors at highly fortuitous moments. We were attracted by the
anticipated strong growth in the global agriculture sector, and planned for gradual
penetration of these markets. However, severe summer droughts in the U.S. have led to

7



a significant increase in demand, and we have already begun to assemble a significant
book of business, both in the U.S. and internationally. We believe the fundamentals are
very attractive and that agricultural reinsurance will continue to be in high demand
worldwide for the foreseeable future.

Simitarly, our acquisition of marine underwriting expertise came at the end of the most
difficult year in marine reinsurance, most notably due to the Costa Concordia disaster and
Storm Sandy, which sparked an increase in demand that enabled us to build this business
more quickly than originally anticipated.

Setting a Strategy for the Next Decade

Starting a new decade with a new chief executive provided us with an opportunity to
challenge ourselves: Would the strategies, goals and attributes that we established at our
founding, and which have served us and our shareholders so well, still point the right
path for success in our second decade? The short answer to our long deliberations is
“wes”, There is a real need and immense opportunity in our industry for a strong,
professional underwriter of specialty lines; one that has the intellectual ability to evaluate,
structure and price coverages for complex and volatile risks, and with the financial
capacity to absorb the occasional large losses that corne with leadership positions in these
markets. AXIS is that underwriter, and we intend to accelerate our progress towards our
original vision and in the process, create substantial value for our clients and
shareholders.

Through this exercise, we articulated four strategic goals. At their essence, they focused
o

s Diversifying growth for better portfolio balance and lower volatility;
« Achieving higher risk-adjusted returns through improved data and analytics;
» Enhancing operational effectiveness; and

¢ Nurturing and developing our people.

Diversitying growth for better balance and lower volatility. We started as a
specialty insurer and reinsurer in Bermuda. It was the most effective and efficient way to
access risk and build a substantial portfolio of business with limited infrastructure and
geographic footprint. However, not all risks make their way to Bermuda, and the resulting
portfolios are inherently volatile. We soon started to expand our geographic reach and
now are present in five continents. We also expanded our line offerings and market a
broad range of property, casualty and specialty lines on both an admitted and non-
admitted basis in various jurisdictions. Historically a large-accounts underwriter in
wholesale markets, we have in recent years modified our property and professional
liability products (where we already have considerable expertise) to access more middle-
market opportunities in the retail or admitted local markets primarily in the U.5, Canada,
and Australia. We have recruited talented individuals and teams to add to our portfolio of
skills and build out new franchises. While we continue to expect good growth in our
established lines and markets, we are committed to further product and geographic
expansion. This will provide profitable growth opportunities, greater strategic optionality
and ultimately a less volatile book of business, as not all lines and geographies behave in
Urison.



Achieving higher risk-adjusted returns through improved data and analytics.
Notwithstanding the Company’s exceptional talent for underwriting individual risks, we
see significant opportunity for improvement by taking a holistic-approach to our portfolio
and paying closer attention to its overall construction.

This expresses itself in multiple ways. It means understanding how we can deliver value
to our clients through various formis of risk transfer products and structures - be they
primary insurance or excess layers, reinsurance or some other means of providing capital
support - and then coordinating across the group fo execute on the most attractive
solutions.

This entails improving the metrics by which we evaluate our risks and providing better
tools and analytics to do the job. Importantly, it leads to better understanding of how
individual exposures and transactions might affect the entire portfolio’s performance, in
such vital aspects as balance and diversification, volatility, risk aggregation and
optimization.

Going forward, we will continue to increase our use of constantly improving data,
analytics and modeling. We will be informed, but not ruled, by the output of these tools.
We are very aware of the limitations of models. Our industry has too often suffered from
events whose likelihood, severity and economic impact were underestimated. At AXIS,
our underwriting activities will benefit from a combination of experienced underwriters’
judgment, state-of-the-art analytics, and prudent risk management.

Enhancing operational effectiveness. Operational effectiveness is all about helping
our staff succeed in an efficient, cost-effective manner. As part of our strategic review, we
determined that our larger, more diversified, and increasingly global footprint created
new organizational demands. In addition, as each of our main operating units is at its
own stage of maturity, pursues its own markets and. experiences its own particular
operational needs, our prior approach to servicing and supporting each operation from a
central corporate structure could become: sub-optimal. In response, to improve
operational focus, we introduced a new managerial structure, which we call our Federated
Model. Insofar as they had not previously had them, we introduced functional groups into
the business units, providing each with its own resources in areas such as finance,
information technology, legal and actuarial, in addition to risk management. To ensure
continued control and avoid the creation of silos, each business unit function leader
maintains close coordination with his or her group-level counterpart.

This new structure has empowered each business to move quickly and focus its energy
and resources where they will have the greatest impact. Already, we have seen numerous
tangible improvements and new initiatives at the operating level, as well as a rejuvenated
sense of ownership and entrepreneurialism.

The second component of operational effectiveness is a suite of information technology
tools and systems to enable our teams to successfully pursue and service desirable
market opportunities. Over the next several years, we will invest in improving, adding to,
or replacing our existing systems, to insure that we make the most of available data and
analytics, provide high-value service to our clients, and access new market segments.



The final component of operational effectiveness is ensuring our staff stays focused on

value=creating activities. With improved IT systems, partnering and outsourcing, we can
eliminate, automate or delegate to others those functions and tasks they can do better or
more efficiently than we can, allowing us to redeploy resources to business development
activities, and freeing our people to concentrate on doing what they do best, for the
bernefit of pur clients and shareholders.

Nurturing and deve&@gﬁmq our people. Sustainable success requires having multiple
generations of talented individuals and a c:tmﬁg culture. Since its foundation, AXIS has
attracted some of the best and brightest in our industry. We have a terrific team of
talented people, many who brought with them, or have since established, invaluable
customer relationships. These professionals have been instrumental in enabling AXIS to
rapldly become a major global, diversified company.

But looking ahead, we must cultivate a deep bench of expertise behind our senior leaders
to ensure the continuation of our capabilities across generations. We will need to keep
these younger recruits and mid-career professionals sufficiently satisfied in their careers
to remain at AXIS as they grow, yet equally challenged and motivated in order to
continually increase their value and contribution to the Company. We will make
incremental investments in training and development programs to better recruit, promote
and retain the best team possible, with a deep and diverse set of experiences and skills.

Change and Continuity

As 1 noted earlier, AXIS experienced a number of important internal developments within
our top-tevel personnel. In addition to the CEO transition, and John Charman’s
resignation, we recruited John “Jay” Nichols to become CEO of our reinsurance business,
Joe Henry to replace me as Chief Financial Officer, and Eric Gesick to be our Company’s
first-ever Group Chief Actuary. All three of these ialented individuals are recognized
industry veterans, and they have already made their mark on our organization. They join
a strong Executive Committee, whose long tenure with AXIS and wealth of experience are
a distinct differentiating strength for our Company.

I am also pleased that Michael Butt agreed to come back as our Chairman, providing
continuity and the same invaluable counsel he has provided since the Company’s earliest
days.

Throughout all these changes, 1 am proud of the unwavering diligence of our people at
every level throughout AXIS who maintained their focus on their day-to-day
responsibilities and on their commitment to fulfilling our mission for the sake of our
chents and business partners,

Cutiook - Challenges and Opportunities

Looking ahead, we see numerous challenges as well as promising opportunities. Among
our mainconcerns is the continuing weakness in general economic activity, which limits
the (:s"eatim of new assets in need of risk transfer solutions. That serves to intensify
competition as insurers vie for a stagnant pool of opportunities. Low interest rates will
also continue to put pressure on our investment incorne and reduce our near-term ability
to achieve our targeted returns,
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On the regulatory front, the proliferation of
regulation will increase our costs of doing
business and potentially limit our pursuit of
certain opportunities, as each jurisdiction
adds its own set of hurdles and obstructs
capital from flowing freely to where it is
needed most. Furthermore, we continue to
prepare for compliance with Solvency 1I,
whose likely postponement has added to
the climate of uncertainty that may impact
certain business decisions.

And yet, I am very optimistic about our
future. Our competitive positioning is
strong. We have several new initiatives
under development and also see plentiful avenues for growth in the existing markets in
which we already participate. Pricing has improved over the past few quarters and we
expect that trend to continue. The strength of our expertise and brand recognition,
assisted by enhanced client outreach, will enable AXIS to further penetrate many sectors
where we still have a relatively small market share, particularly in the United States.

In closing, I would like to thank all the employees at AXIS for their hard work during this
eventful year. I would also like to extend my thanks to the Board for their insight and
steadfast commitment in the interest of our shareholders. And, of course, I would like to
thank our shareholders for their support as we work in earnest to maximize the value of
their investment.

Sincerely,

&

Albert Benchimol
President and Chief Executive Officer
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Cautionary Statement Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the U.S. federal securities
laws. We intend these forward-looking statements to be covered by the safe harbor provisions for forward-looking statements
in the United States securities laws. In some cases, these statements can be identified by the use of forward-looking words
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such as “may”, “should”, “could”, “anticipate”, “estimate”, “expect”, “plan”, “believe”, “predict”, “potential” and “intend”.
Forward-looking statements contained in this report may include information regarding our estimates of losses related to
catastrophes and other large losses, measurements of potential losses in the fair value of our investment portfolio and
derivative contracts, our expectations regarding pricing and other market conditions, our growth prospects, and valuations of
the potential impact of movements in interest rates, equity prices, credit spreads and foreign currency rates. Forward-looking
statements only reflect our expectations and are not guarantees of performance.

These statements involve risks, uncertainties and assumptions. Accordingly, there are or will be important factors that could
cause actual results to differ materially from those indicated in such statements. We believe that these factors include, but are
not limited to, the following:

* the occurrence and magnitude of natural and man-made disasters,
» actual claims exceeding our loss reserves,

*  general economic, capital and credit market conditions,

»  the failure of any of the loss limitation methods we employ,

» the effects of emerging claims, coverage and regulatory issues, including uncertainty related to coverage definitions,
limits, terms and conditions,

» the failure of our cedants to adequately evaluate risks,

* inability to obtain additional capital on favorable terms, or at all,

» the loss of one or more key executives,

* adecline in our ratings with rating agencies,

* loss of business provided to us by our major brokers,

»  changes in accounting policies or practices,

* the use of industry catastrophe models and changes to these models,

» changes in governmental regulations,

*  increased competition,

* changes in the political environment of certain countries in which we operate or underwrite business,
* fluctuations in interest rates, credit spreads, equity prices and/or currency values, and

* the other matters set forth under Item 1A, ‘Risk Factors’ and Item 7, ‘Management s Discussion and Analysis of
Financial Condition and Results of Operations’ included in this report.

We undertake no obligation to update or revise publicly any forward-looking statements, whether as a result of new
information, future events or otherwise.



PART 1

ITEM 1. BUSINESS

As used in this report, references to “we,” “us,” “our” or the “Company” refer to the consolidated operations of AXIS Capital
Holdings Limited (“*AXI3 Capital”) and its direct and indirect subsidiaries and branches, including AXIS Specialty Limited
(“AXIS Specialty Bermuda”), AXIS Specialty Limited (Singapore Branch), AXIS Specialty Europe SE (“AXIS Specialty
Europe™), AXIS Specialty London, AXIS Specialty Australia, AXIS Specialty Insurance Company (“AXIS Specialty U.S.”),
AXIS Re SE (“AXIS Re SE™), AXIS Reinsurance Company (“AXIS Re U.S.”), AXIS Reinsurance Company (Canadian
Branch), AXIS Surplus Insurance Company (“AXIS Surplus™), AXIS Insurance Company (“AXIS Insurance Co.”), AXIS Re
Europe, AXIS Specialty Finance LLC (“AXIS Specialty Finance”) and Dexta Corporation Pty Ltd (“Dexta”) unless the
context suggests otherwise. Tabular dollars are in thousands. Amounts in tables may not reconcile due to rounding
differences.

GENERAL

AXIS Capital is the Bermuda-based holding company for the AXIS group of companies and was incorporated on

December 9, 2002. AXIS Specialty Bermuda commenced operations on November 20, 2001. AXIS Specialty Bermuda and
its subsidiaries became wholly owned subsidiaries of AXIS Capital pursuant to an exchange offer consummated on
December 31, 2002. We provide a broad range of specialty (re)insurance on a worldwide basis, through operating subsidiaries
and branch networks based in Bermuda, the United States, Canada, Europe, Australia and Singapore. We also maintain
marketing offices in Brazil, France and Spain. Our business consists of two distinct global underwriting platforms, AXIS
Insurance and AXIS Reinsurance.

The markets in which we operate have historically been cyclical. During periods of excess underwriting capacity, as defined
by availability of capital, competition can result in lower pricing and less favorable policy terms and conditions for (re)
insurers. During periods of reduced underwriting capacity, pricing and policy terms and conditions are generally more
favorable for (re)insurers. Historically, underwriting capacity has been impacted by several factors, including industry losses,
catastrophes, changes in legal and regulatory guidelines, investment resuits and the ratings and financial strength of
competitors.

At December 31, 2012, we had common shareholders’ equity of $5.3 billion, total capital of $6.8 billion and total assets of
$18.9 billion.

OUR BUSINESS STRATEGY

We are a global insurer and reinsurer, with our mission being to provide our clients and distribution partners with a broad
range of risk transfer products and services and meaningful capacity, backed by excellent financial strength. We manage our
portfolio holistically, aiming to construct the optimum consolidated portfolio of funded and unfunded risks, consistent with
our risk appetite and the development of our franchise. We nurture an ethical, entrepreneurial and disciplined culture that
promotes outstanding client service, intelligent risk taking and the achievement of superior risk-adjusted returns for our
shareholders. We believe that the achievement of our objectives will position us as a leading global, diversified specialty
insurance and reinsurance company, as measured by quality, sustainability and profitability.

We aim to execute on the following six-point strategy:

We offer a diversified range of products and services across market segments and geographies: Our position as a well-
balanced hybrid insurance and reinsurance company gives us insight into the opportunities and challenges in a variety of
markets. With our origins in Bermuda, today we have locations across the U.S. and in Canada, while in Europe we have
offices in Dublin, Londen and Zurich and newly established presences in Barcelona, Madrid and Paris. With a recently
established reinsurance office in Sao Paulo, we are addressing opportunities throughout Latin America. We also operate a
number of offices in Australia and our Singapore branch serves as our gateway to Asia.



We underwrite a balanced portfolio of risks, including complex and volatile lines, moderating overall volatility with risk
limits, diversification and risk management: Risk management is a strategic priority embedded in our organizational
structure and we are continuously monitoring, reviewing and refining our enterprise risk management practices. We combine
judgment and experience with data-driven analysis, enhancing our overall risk selection process.

We modulate our risk appetite and deployment of capital across the underwriting cycle, commensurate with available market
opportunities and returns: Closely attuned to market dynamics, we recognize opportunities as they develop and react quickly
as new trends emerge. Our risk analytics provide important and continuous feedback, further assisting with the ongoing
assessment of our risk appetite and strategic capital deployment. We have excelled in extending our product lines, finding
new distribution channels and entering new geographies. When we do not find sufficiently attractive uses for our capital, we
return excess capital back to our shareholders through share repurchases or dividends.

We develop and maintain deep and trustful relationships with clients and distribution partners, offering outstanding service
and effective solutions for risk management needs: Our management team has extensive industry experience, deep product
knowledge and long-standing market relationships. We primarily transact in specialty markets, where risks are complex. Our
intellectual capital and proven client-service capability attract clients and distribution partners looking for solutions.

We maintain excellent financial strength, characterized by financial discipline and transparency: Our total capital of $6.8
billion at December 31, 2012, our high-quality and liquid investment portfolio and our operating subsidiary ratings of
"A+" ("Strong") by Standard & Poor's and "A" ("Excellent") with a positive outlook by A.M. Best are key indicators of our
financial strength.

We attract, develop, retain and motivate an excellent team: We aim to attract and retain the best people in the industry and to
motivate our employees to make decisions that are in the best interest of both our customers and shareholders. We nurture an
ethical, risk-aware, achievement-oriented culture that promotes professionalism, responsibility, integrity, discipline and
entrepreneurialism. As a result, we believe that our staff is well-positioned to make the best underwriting and strategic
decisions for the Company.

Our key metrics for performance measurement include return on average common equity ("ROACE") and total value
creation, which measures the growth in our diluted book value per common share plus accumulated dividends declared. We
recognize that the nature of underwriting cycles and the frequency or severity of large loss events in any one year may make
it difficult to achieve a profitability target in any specific period and, therefore, we set a ROACE target of 15% over the full
underwriting cycle.

SEGMENT INFORMATION

Our underwriting operations are organized around two global underwriting platforms, AXIS Insurance and AXIS
Reinsurance. Therefore we have two reportable segments, insurance and reinsurance. We do not allocate our assets by
segment, with the exception of goodwill and intangible assets, as we evaluate the underwriting results of each segment
separately from the results of our investment portfolio. For additional information relating to our reportable segments, see
Note 3 to our Consolidated Financial Statements presented under Item 8, ‘Financial Statements and Supplementary Data’
and ‘Managements Discussion and Analysis of Financial Condition and Results of Operations’ under Item 7.

The table below presents gross premiums written in each of our reportable segments for each of the most recent three years.

Year ended December 31, 2012 2011 2010

Insurance $ 2309481 $ 2,121,829 $ 1,916,116

Reinsurance 1,830,162 1,974,324 1,834,420
Total $ 4,139,643 § 4,096,153 $ 3,750,536




Insurance Segment

Lines of Business and Distribution

Our insurance segment operates through offices in Bermuda, the United States, Canada, Europe, Australia and Singapore and
offers specialty insurance products to a variety of niche markets on a worldwide basis. The following are the lines of business
in our insurance segment:

«  Property: provides physical loss or damage, business interruption and machinery breakdown coverage for virtually all
types of property, including commercial buildings, residential premises, construction projects and onshore energy
installations. This line of business consists of both primary and excess risks, some of which are catastrophe-exposed.

Marine: provides coverage for traditional marine classes, including offshore energy, cargo, liability, recreational marine,
fine art, specie, hull and war. Offshore energy coverage includes physical damage, business interruption, operators extra
expense and liability coverage for all aspects of offshore upstream energy, from exploration and construction through the
operation and distribution phases.

«  Terrorism: provides coverage for physical damage and business interruption of an insured following an act of terrorism.

Aviation: provides hull and liability and specific war coverage primarily for passenger airlines but also for cargo
operations, general aviation operations, airports, aviation authorities, security firms and product manufacturers.

«  Credit and political risk: provides credit and political risk insurance products for banks and corporations. Coverage is
provided for a range of risks including sovereign default, credit default, political violence, currency inconvertibility and
non-transfer, expropriation, aircraft non-repossession and contract frustration due to political events. The credit
insurance coverage is primarily for lenders seeking to mitigate the risk of non-payment from their borrowers in
emerging markets. For the credit insurance contracts, it is necessary for the buyer of the insurance (most often a bank) to
hold an insured asset (most often an underlying loan) in order to claim compensation under the insurance contract. The
traditional political risk coverage provides protection against sovereign actions that result in the impairment of cross-
border investments for banks and major corporations (known as “CEND” coverages).

«  Professional lines: provides coverage for directors’ and officers’ liability, errors and omissions liability, employment
practices liability, fiduciary liability, crime, professional indemnity and other financial insurance related coverages for
commercial enterprises, financial institutions and not-for-profit organizations. This business is predominantly written on
a claims-made basis.

*  Liability: primarily targets primary and low/mid-level excess and umbrella commercial liability risks in the U.S. excess
and surplus lines markets. Target industry sectors include construction, manufacturing, transportation and trucking and
other services. We also target middle to high excess liability business in the London and Bermuda wholesale markets
and primary and excess business in the Canadian marketplace.

»  Accident & health: includes accidental death, travel insurance and specialty health products for employer and affinity
groups, financial institutions, schools and colleges, as well as accident & health reinsurance for catastrophic or per life
events on a quota share and/or excess of loss basis, with aggregate and/or per person deductibles.

We produce business primarily through wholesale and retail brokers worldwide. Some of our insurance products are also
distributed through managing general agents ("MGAs") and underwriters ("MGUs"). In the U.S., we have the ability to write
business on an admitted basis using forms and rates as filed with state insurance regulators and on a non-admitted, or surplus
lines, basis providing flexibility in forms and rates, as these are not filed with state regulators. Having non-admitted
capability in the U.S. provides the pricing flexibility needed to write non-standard coverages. Substantially all of our
insurance business is subject to aggregate limits, in addition to event limits.



Gross premiums written by broker, shown individually where premiums were 10% or more of the total in any of the last three
years, were as follows:

Year ended December 31, 2012 2011 2010

Aon $ 413,471 18% $ 397,189 19% $ 303,264 16%

Marsh 427,565 19% 388,834 18% 363,454 19%

Willis 217,631 9% 203,011 10% 180,583 9%

Other brokers 1,060,864 46% 881,285 41% 844,509 44%

Managing general agencies and underwriters 189,950 8% 251,510 12% 224,306 12%
Total $ 2309481 100% $ 2,121,829 100% $ 1,916,116 100%

No customer accounted for more than 10% of the gross premiums written in the insurance segment.

Competitive Environment

We operate in highly competitive markets. In our insurance segment, where competition is focused on price as well as
availability, service and other considerations, we compete with U.S.-based companies with global insurance operations, as
well as non-U.S. global carriers and indigenous companies in regional and local markets. We believe we achieve a
competitive advantage through a strong capital position and the strategic and operational linking of our practices, which
allows us to design insurance programs on a global basis in alignment with the global needs of many of our clients.

Reinsurance Segment

Lines of Business and Distribution

Our reinsurance segment operates through offices in Bermuda, the United States, Switzerland, Singapore, Brazil, and Canada.
We write business on an excess of loss basis, whereby we typically provide an indemnification to the reinsured entity for a
portion of losses, both individually and in the aggregate, in excess of a specified individual or aggregate loss deductible. We
also write business on a proportional basis, receiving an agreed percentage of the underlying premium and accepting liability
for the same percentage of incurred losses. Our business is written on a treaty basis and primarily produced through
reinsurance brokers worldwide.

Our reinsurance segment provides non-life reinsurance to insurance companies on a worldwide basis. The following are the
lines of business in our reinsurance segment:

*  Catastrophe: provides protection for most catastrophic losses that are covered in the underlying insurance policies
written by our cedants. The exposure in the underlying policies is principally property exposure but also covers other
exposures including workers compensation, personal accident and life. The principal perils in this portfolio are hurricane
and windstorm, earthquake, flood, tornado, hail and fire. In some instances, terrorism may be a covered peril or the only
peril. We underwrite catastrophe reinsurance principally on an excess of loss basis.

*  Property: provides coverage for property damage and related losses resulting from natural and man-made perils
contained in underlying personal and commercial policies. While our predominant exposure is to property damage, other
risks, including business interruption and other non-property losses, may also be covered when arising from a covered
peril. While our most significant exposures typically relate to losses from windstorms, tornadoes and earthquakes, we
are exposed to other perils such as freezes, riots, floods, industrial explosions, fires, hail and a number of other loss
events. We assume business on both a proportional and excess of loss basis.

*  Professional Lines: covers directors' and officers' liability, employment practices liability, medical malpractice,
professional indemnity, environmental liability and miscellaneous errors and omissions insurance risks. The underlying
business is predominantly written on a claims-made basis. Business is written on both a proportional and excess of loss
basis.




«  Credit and Bond: consists of reinsurance of trade credit insurance products and includes both proportional and excess of
loss structures. The underlying insurance indemnifies sellers of goods and services in the event of a payment default by
the buyer of those gcods and services. Also included in this line of business is coverage for losses arising from a broad
array of surety bonds issued by insurers to satisfy regulatory demands or contract obligation in a variety of jurisdictions
around the world. Bonding is also known as surety insurance.

«  Motor: provides coverage to cedants for motor liability and property damage losses arising out of any one occurrence.
The occurrence can involve one or many claimants where the ceding insurer aggregates the claims from the occurrence.

«  Liability: provides coverage to insurers of standard casualty business, excess and surplus casualty business and specialty
casualty programs. The primary focus of the underlying business is general liability, although workers compensation and
auto liability are also written.

«  Engineering: provides coverage for all types of construction risks and risks associated with erection, testing and
commissioning of machinery and plants during the construction stage. This line of business also includes coverage for
losses arising from operational failures of machinery, plant and equipment and electronic equipment as well as business
interruption.

«  Other: includes aviation, marine, personal accident and crop reinsurance. Crop reinsurance provides coverage for risks
associated with the production of food and fiber on a global basis for primary insurance companies writing multi-peril
crop insurance, crop hail, and named peril covers, as well as custom risk transfer mechanisms for agricultural dependent
industries with exposures to crop yield and/or price deviations. We provide both proportional and aggregate stop loss
reinsurance.

Gross premiums written by broker, shown individually where premiums were 10% or more of the total in any of the last three
years, were as follows:

Year ended December 31, 2012 2011 2010

Aon $ 712,588 39% $ 727,102 37% $ 622,703 34%

Marsh 468,993 26% 566,451 29% 547,470 30%

Willis 299,097 16% 311,241 16% 305,474 16%

Other brokers 212,941 12% 185,632 9% 198,779 11%

Direct 136,543 7% 183,898 9% 159,994 9%
Total $ 1,830,162 100% $ 1,974,324 100% $ 1,834,420 100%

No customer accounted for more than 10% of the gross premiums written in the reinsurance segment.

Competitive Environment

In our reinsurance segment where competition tends to be focused on availability, service, financial strength and increasingly
price, we compete with major U.S. and non-U.S. reinsurers as well as reinsurance departments of numerous multi-line
insurance organizations. We believe that we achieve a competitive advantage through our strong capital position, as well as
our technical expertise that allows us to respond quickly to customer needs and provide quality and innovative underwriting
solutions. In addition, our customers highly value our exemplary service (including excellent claims management, promptly
paying valid claims) and financial strength ratings.

RESERVE FOR UNPAID LOSSES AND LOSS EXPENSES

We establish a reserve for losses and loss expenses (“loss reserves”) for claims that arise from our (re)insurance products.
These loss reserves are balance sheet liabilities representing management’s best estimate of the amounts we will be required
to pay in the future for claims that have occurred on or before the balance sheet date, whether already reported to us (“case
reserves”) or not yet reported to us (“IBNR reserves”).

The table on the following page presents the development of our loss reserves since inception. This table does not present
accident year or underwriting year development data.



The top line of the table shows our initial reported gross loss reserves at the end of each year and is reconciled to our net
unpaid loss reserves by adjusting for reinsurance recoverable on unpaid losses. Our net unpaid loss reserves represent the
estimated amount of net losses and loss expenses arising in the current year and all prior years that remain unpaid at the
balance sheet date.

The next section of the table shows our re-estimated net unpaid loss reserves at the end of each succeeding year. The
cumulative redundancies on net reserves reflect cumulative differences between our initial net loss reserve estimates and the
currently re-estimated net loss reserves. Annual changes in these estimates are referred to as net prior year reserve
development and are recognized in our Consolidated Statements of Operations during the year of the re-estimation; these
amounts are the net result of a number of underlying movements, both favorable and adverse.

The lower portion of the table shows the portion of the net unpaid loss reserve estimate that was paid (i.e. claims paid) by the
end of each subsequent year. This section of the table provides an indication of the portion of the re-estimated net unpaid loss
reserve that is settled and is unlikely to develop in the future.

Our historical net paid losses and loss expenses are but one of many quantitative and qualitative factors considered in
establishing the amount of our loss reserves; see the ‘Critical Accounting Estimates — Reserve for Losses and Loss Expenses’
section of Item 7 for further information on the establishment of management’s best estimate of loss reserves on a quarterly
basis. For additional information regarding the significant underlying movements in our estimate of loss reserves during the
most recent three years, refer to the ‘Underwriting Results — Group — Underwriting Expenses’ section of Item 7. Note that the
conditions and trends that affected the development of our loss reserves in the past may not necessarily recur in the future.
Accordingly, it is not appropriate to project future redundancies based on the historical experience in this table.

Also included in the table is the impact of foreign exchange rate movements during each year presented. Portions of our loss
reserves relate to claims expected to be paid in currencies other than our reporting currency, the U.S. dollar. Movements in
foreign exchange rates, therefore, result in variations in our estimated net loss reserves. Such variations are recognized as
they arise, in our Consolidated Statements of Operations. For example, during the year ended December 31, 2012,
appreciation in the rates of exchange between the Sterling and the euro against the U.S. dollar drove a $71 million increase in
our net loss reserves established prior to and during 2012. To minimize the impact of foreign exchange driven volatility
associated with our loss reserves denominated in foreign currencies, we generally hold cash and investments and/or
derivative instruments denominated in the same currencies.

At the bottom of the table is a reconciliation of our re-estimated gross loss reserves with our re-estimated net unpaid loss
reserves as of December 31, 2012. As our ceded reinsurance programs cover different lines of business and accident years,
net and gross loss experience will not necessarily develop proportionately.

To facilitate an understanding of the information provided in the table, the following is an example using net loss reserves
established at December 31, 2005. It can be seen from the top section of the table that at December 31, 2005, our estimate of
loss reserves, net of unpaid reinsurance recoverable, was $3,270 million.

The next section of the table shows that our current estimate of net unpaid loss reserves for events occurring on or before
December 31, 2005 is $2,329 million. The cumulative redundancy from our initial estimate of $941 million was recognized
over the course of the following seven calendar years: $217 million in 2006, $115 million in 2007, $188 million in 2008,
$221 million in 2009, $100 million in 2010, $64 million in 2011 and the remaining $36 million in 2012.

The following section of the table presents our cumulative claims paid at the end of each subsequent year. Of the net $1,979
million we have paid subsequent to December 31, 2005, $880 million was paid in 2006, $413 million was paid in 2007, $208
million in 2008, $270 million in 2009, $102 million in 2010, $58 million in 2011 and the remaining $48 million in 2012,

In summary, at December 31, 2005, we estimated our net loss reserves payable for claims arising from loss events occurring
on or before that date were $3,270 million. At December 31, 2012, we have paid $1,979 million towards settlement of these
claims and now believe that we will ultimately pay $2,329 million for full settlement.

It is important to note that the redundancies in our loss reserves noted in the table are cumulative and, therefore, should not be
added together. In 2012, we revised our cumulative December 31, 2005 estimate of net loss reserves from $2,366 million to
$2,329 million. This favorable development is also included in each column to the right of the December 31, 2005 column,
recognizing that the redundancy was also embedded in our estimated loss reserves at December 31 of each of the following
years.



Year ended December 31,

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
G“e’ii’;ff:e‘:“ for losses and loss $ 215934 $ 992846 $ 2404560 $ 4743338 $ 5015113 $ 5587311 $ 6244783 $ 6,564,133 $§ 7,032,375 $ 8425045 $ 9,058,731
Reinsurance recoverab